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Five Years of Challenge 
and Change: Payments, 
Collections and Recoveries 
in the Water Industry
UK water companies supply around 17 billion litres of water and receive 16 
billion litres of wastewater every day, serving the needs of some 63 million 
businesses and consumers. The industry is mature and well established, 
operating with a well-founded and collective corporate conscience, and 
as an essential part of the UK’s social fabric. Yet in the coming years, UK 
water companies are facing fundamental change on a number of fronts 
to a level not seen at any other time this decade. No more so than in the 
collection of payments and the recovery of consumer debt.

Water charges are rising while the industry is impacted by adverse conditions such 
as both water shortages and flooding. Consumers are increasingly demanding, and 
even dissatisfied, while the regulator is seeking market development, and peers are to 
become competitors, at least for businesses. The economic and political climate is at 
best uncertain and still recovering from the downturn in 2007. Collecting payments for 
water services will therefore become harder and harder, and the way in which those 
payments are collected will be subject to more and more scrutiny.

Water suppliers must evolve to meet those challenges, both individually and as an 
industry. The time for change is now, when organisations can take control and chart 
their own course to success. The alternative – forced evolution as consumer expectations 
define the level of their engagements (and payments), as the regulator penalises those 
not achieving the highest levels of compliance, and as personal financial circumstances 
became ever more strained – is at best unpalatable and at worst unmanageable.

Water suppliers must change their approach to payment collections and debt recovery. 
But what must they take account of? And what can they do?



Over the next five years, the water 
industry will face challenge and change 
from both outside the market and from 
within. These changes will include:

i. The uncertainties of Brexit and the 
General Election, and weakening 
consumer confidence and spending, 
driving a delay and deferral of 
water suppliers’ development and 
improvement programmes;

ii. The slow recovery of the UK economy 
increasing consumer indebtedness, 
which in turn will increase the 
acceptability of indebtedness, putting 
a brake on consumer response to 
collections and recoveries – something 
with a disproportionate impact on the 
water sector;

iii. A growth in consumers with 
vulnerability and affordability 
issues, requiring visible and tangible 
understanding, engagement and 
informed action;

iv. An increase in regulatory alignment 
to the financial services benchmark, 
growing ever more impactful and 
intrusive with a mounting compliance 
burden;

v. A focus on regulatory principles rather 
than rules, raising both the challenge 
and the risks for water suppliers of 
interpreting, implementing, and 
evidencing compliance; 
 

vi. The changing behaviour and 
expectations of consumers in their 
day-to-day interactions, looking for 
an omni-channel approach with full 
accesses to all their relevant data and 
account history.

The water industry is therefore facing 
a transformational if not evolutionary 
change, and must look to make a 
significant step from current behaviour. 
Payment collections and debt recovery can 
form part of the challenge or be part of 
the solution, with improved performance 
creating a stable financial base from 
reduced impairments and improved 
income, a satisfied consumer base 
from easier access and more informed 
engagement, and a compliant operation 
from consistent and coherent controls.

There are two fundamental and 
complementary changes in approach 
that the water industry can now choose 
to adopt that will allow payments and 
collections to become a positive force for 
change, rather than just another business 
and regulatory burden. These changes in 
approach, which can be applied separately 
or in concert, are:

i. Employing a truly integrated end-
to-end consumer journey from an 
operational, data, and technological 
perspective; and

ii. Employing business process outsourcers 
to provide best practice, to operate 
services compliant to the highest 
standards, and to implement leading 
technologies and innovation.

(i) Integrated end-to-end 
customer journey
The end-to-end perspective of the 
consumer journey is becoming increasingly 
relevant as a solution to regulator and 
consumer expectations. A simplistic 
process map across each stage of the 
consumer journey is no longer adequate 
as the separation between stages on the 
journey is becoming increasingly blurred. 
Stakeholders are looking for consistent 
treatment, enhanced data, and flexible 
strategies for those with particular 
needs. Yet there is insufficient trust and 
inconsistent connections between stages 
and between stage operators, causing 
data degradation and consumer isolation 
for both water supplier and the consumer 
themselves.

Implementing a truly integrated end-
to-end operation across the consumer 
payment and recovery journey is a 
powerful solution. A fundamental 
recreation of the consumer journey 
for complete, coherent, and controlled 
integration will drive debt prevention 
(rather than debt recovery) from the 
start through improved knowledge of 
the consumer, and through targeted 
intervention at any stage of their journey. 
With potential benefits to consumer 
satisfaction and bad debt reduction, such 
an approach also offers simpler and more 
efficient supply chain management.

In short, the essential benefits of a truly 
integrated end-to-end consumer journey 
model include: 
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• Enabling a debt prevention rather than 
debt recovery philosophy;

• Capitalising on early engagements to 
reduce bad debt and improve operating 
efficiency;

• Improving engagement strategies by 
aligning operational stages to customer 
behaviour;

• Enriching data throughout the 
customer journey for both 
completeness and quality;

• Removing consumer effort and re-work, 
and improving customer satisfaction;

• Providing consistent, high quality 
compliance and control throughout the 
operation;

(ii) Business Process Outsourcing
With growing and aligning regulation 
across industries, and consumer 
expectations rising and normalising across 
vendors, payment collections and debt 
recovery are an ever more expert field. 
When coupled with the requirements 
of Price Review 2019 and the opening 
of the water market to competition, 
organisations will need to grow and create 
new capabilities to operate compliantly, 
cost-efficiently, and successfully. At 
the same time, changing weather 
patterns and population growth will 
demand investment in water suppliers’ 
core business. Suppliers will therefore 
face multiple challenges in non-core 
disciplines that they will struggle to solve 
with home-grown and locally-hosted 

capabilities, and that they will struggle to 
overcome within financial constraints. 

The use of business process outsourcers, 
experts in those disciplines out with a 
water suppliers’ core focus, will provide 
best practice expertise and operations, 
industry-current compliance with 
evolving regulation, and innovation to 
stay abreast of developing market and 
consumer needs. With potential benefits 
from reduced operating cost and reduced 
bad debt charges, such an approach 
also embeds simpler supply chain 
management with overhead reductions 
from a unified supplier strategy.

In summary, the benefits of business 
process outsource solutions for payment 
collections and debt recoveries, whether 
by consumer journey stage or more 
powerfully across the full end-to-end 
consumer journey, include:

• Expert operations in a defined business 
process that is not a core capability or 
strength;

• The mature application of current and 
emerging best practice;

• Access to innovation and technology 
through business as usual service 
provision;

• Assured operational practices across 
regulatory regimes that meet existing 
and anticipated future regulation;

• The ability to flex and scale operations 
dynamically to match demand.

This paper, reviews the range of issues 
that will demand transformative change 
in the water industry over the next five 
years. It explores how this is part of the 
wider regulatory and economic change 
in the UK. Finally, it describes how a re-
imagined and re-vitalised approach to the 
consumer journey, business processes, 
and business processes outsourcing can 
plot a path to success.

Our credentials: Capita currently performs 
the full spectrum of end-to-end payments, 
collections, and debt recovery services 
in secured and unsecured markets. From 
customer management services to surplus 
site management, we work with virtually 
all water suppliers and particularly 
with the biggest names in the sector. 
We have an extensive track record of 
payments, collections and recoveries in 
the water industry, providing outsourced 
services as modular and as integrated 
solutions, drawing on our experience 
in wider financial services, utilities, and 
other markets. We believe that greater 
integration of the consumer journey across 
the end-to-end payment, collections and 
debt recoveries lifecycle can transform the 
industry for consumers, water suppliers, 
and industry stakeholders.
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UK water companies supply around 17 
billion litres of water and receive about 
16 billion litres of wastewater every day, 
serving the needs of some 63 million 
businesses and consumers.

Privatised in 1989, there are ten 
companies in England and Wales that 
have licences to provide water and sewage 
services, supplemented by a similar 
number of water only providers. The 
industry in England and Wales is regulated 
by the Water Services Regulation 
Authority (Ofwat), who has a duty to 
protect consumers’ interests, to ensure 
that companies carry out their functions 
correctly, and to set water prices. The 
Consumer Council for Water (CC Water) is 
a separate, independent organisation that 
represents consumers’ interests and deals 
with complaints.

In Scotland, there is only one, publicly-
owned water company - Scottish Water 
- whose performance is regulated by 
the Water Industry Commission for 

Scotland (WICS). Non-domestic Scottish 
consumers have been able to choose their 
water provider since 2008. In Northern 
Ireland, provision is through a single 
government owned company.

With rising water charges and adverse 
issues such as water shortages, the 
industry is under significant pressure to 
improve. Change is being encouraged by 
the wider introduction of competition, 
and detailed regulation. Faced with further 
industry specific challenges from climate 
change and population growth, UK water 
suppliers must chart a challenging course 
to secure future business and industry 
success within the wider economic 
and political environment we are all 
experiencing.

The industry is mature and well 
established, operating with a well-founded 
and collective corporate conscience, and 
as an essential part of the UK’s social 
fabric. All water companies have social 
tariffs in place to help customers who 

are struggling to pay, reducing their bills 
with the support of their wider customer 
base. These tariffs are one of a package 
of measures that water companies offer 
to support customers who are struggling 
to pay or in debt, including schemes 
including trust funds, debt matching and 
write-off, debt advice and water efficiency 
measures. However, current arrangements 
mean the provision of this support to 
those in difficulty varies across dependent 
on the water provider and the location of 
the consumer.

Over the next five years, the water 
industry will face challenge and change 
from both outside the market and 
within. A host of issues and opportunities 
present themselves, and as an industry 
and as critical players in an essential 
market, water suppliers can transform 
service provision for their consumers, 
or see market dynamics drive harder 
consumer interactions and harsher 
regulatory controls.

 The UK Water Industry



The UK’s economic and political environment

The UK, and indeed the international, 
context in which the water industry is 
operating is one of more uncertainty and 
instability than has been experienced 
since the 1990s. It would be hard to 
contest that consumers’ ability and 
willingness to pay for their water use or 
to address outstanding water debts will 
be unaffected by the UK’s decision to 
leave the European Union (Brexit) and 
the ongoing recovery from the economic 
downturn in 2007. With the recent 
General Election on 8th June 2017, this 
period of uncertainty will be amplified 
in the short term.

UK withdrawal from the European 
Union (Brexit)
In 2015, the UK made the sharply 
contested decision to withdraw from 
the European Union, to Brexit. How 
the UK will chart a course of economic 
success as our ties to European and 
wider international partners evolve is 
still hotly debated. As a result, the UK 
is experiencing a period of unparalleled 
economic and political uncertainty.

The pound has stabilised since the initial 
reaction. Consumers seem still willing 
to spend, flying in the face of market 
expectations of stalled growth. Growth 
was in fact in the mid tenths of a percent 
in the latter parts of 2016, driven by a rise 
in consumer spending. A further recession 
is therefore thought to be unlikely at 
this point, but an appreciable economic 
slowdown could emerge as consumers 
tighten their belts in the face of higher 
inflation and low wage growth. With 
consumers’ expenditure representing 
some 60% of GDP, their attitudes will 
drive the attitudes and success of the 
wider UK economy. 
 

For all businesses, regardless of scale 
or industry, Brexit raises questions for 
business strategy and planning. Key 
business decisions will be delayed or 
deferred, with projects postponed or 
extended, as companies look for fuller 
information on the Government’s plans, 
on the longer term strength of the pound, 
and on the shape of the new UK trading 
environment.

For the water industry, this presents a risk 
of operational and service delivery stasis, 
or even stagnation, in a period when the 
forces of change and consumer expectation 
demand a reappraisal of operating models 
and consumer service. Water companies will 
face difficult choices on their investment 
programmes – whether to invest in water 
infrastructure and operations, or to divert 
funds on to the ever changing customer 
requirements and expectations (see below), 
or to ride out a difficult period until the 
effects are clearer?

As nearly half of UK water companies 
are owned by overseas organisations, 
predominantly in the US, Canada, and the 
Far East, the implications of Brexit may 
be softened, but the resultant economic 
context will unavoidably impact strategic 
investment decisions and financial 
performance.

UK recovery from economic downturn
The UK experienced the first appreciable 
impacts of the recession with the collapse 
of Northern Rock in 2007, driven in part 
by the sudden global shortage of funds 
for lending (credit crunch). Following 
significant falls in stock markets, the 
UK has experienced a long period of low 
or negative economic growth and poor 
consumer confidence, with low wage 
growth, high unemployment, falling 
house prices, and inflation exceeding 5%. 
Although nearly a decade has passed 

since the initial impact, the UK economy 
continues to make slow progress in 
shaking off the downturn in the economy 
and looks set to continue to suffer for the 
coming years to 2020.

Although consumer confidence remains 
high and consumers remain willing 
to spend, supporting the short term 
economic picture, this is at the cost of 
rising indebtedness, with debt funding 
more than 20% of consumer spending. 
The ratio of debt to household income 
is expected to rise to 164% by 2020, 
returning towards its peak of 170% in 2008 
at the height of the recession and reversing 
the progress made since (dropping to 
around 130% in 2016). Unsecured debt 
is growing faster than secured lending 
and faster than wages, with unsecured 
borrowing in the UK growing by 9% in 
2016 and total household debt at an all-
time high of nearly £270bn.

At the same time, consumer saving has 
declined significantly and the proportion 
of household income being saved has 
nearly halved since 2009 to around 
6%. Nearly half of all households have 
negligible savings to fall back on in a time 
of crisis. As a result, households are less 
able to weather financial shocks and have 
limited capacity to recover once in debt. 

For the water industry, this presents a 
risk of increasing bad debt charges as 
consumers struggle to pay their household 
bills while servicing their debts in an 
environment that shows limited signs of 
improvement. This demands a greater 
attention to consumer requirements 
and expectations in order to achieve 
sustained or improved collections, yet the 
demands of the operational framework 
in an increasingly constrained financial 
environment urges delay, deferral, or at 
least deceleration.
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The UK Consumer

The UK consumer today is very different 
to the UK consumer of ten years ago. 
Reflecting the changes in the wider UK 
environment, consumers are managing 
debt differently: to higher levels, and 
with new attitudes and values to being in 
debt. Additionally, their expectations of 
the organisations they interact with have 
increased, whether as a purchaser or as a 
consumer in arrears.

For the water industry, UK consumers are 
the second of the competing forces which 
are vying for organisations increasingly 
constrained budgets.

Increasing household indebtedness
Although consumer confidence is high, 
consumer indebtedness is increasing 
with levels of household debt expected 
to return to those experienced at the 
height of the recession – at the turn of the 
year, household debt was at its highest 
since 2008. The consumer debt picture, 
though, results as much from household 
bills and expenses outstripping growth in 
wages – from 2008 to 2014, the cost of 
essentials grew three times faster than 
averages wages – as it is from continued 
willingness to spend.

The role of economic factors in driving 
households into debt is growing, 
challenging the predominance of life 
events that cause income shocks. Since 
the financial crisis in 2007, income has 
reduced in real terms with inflation 
outstripping wage growth and household 
bills. This real terms income reduction has 
most impact on those lower income and 
struggling families. As a result, personal 
insolvencies (a key indicator of how 
households are able to meet their debt) 
have increased for the fifth consecutive 

quarter – it is the “just about managing” 
population succumbing to economic 
pressure and falling into debt. According 
to the FCA, three million people are 
struggling with debt. In particular, more 
than 10% of all households are reported 
as being at risk of not being able to pay 
their water bills.

As more people fall into debt and struggle 
to manage its growing burden within their 
finances, more people are experiencing 
extreme forms of debt. In 2016, the ONS 
reported that almost a third of the UK 
population had experienced poverty1 
for at least one year between 2011 and 
2014, with 16.8% of the UK in poverty 
and 6.5% of the UK in persistent income 
poverty2 in 2014. Similarly, the Joseph 
Rowntree Foundation (JRF) report 
that, on the basis of their Minimum 
Income Standard3, some 20% of the UK 
population have insufficient income to 
meet their needs.

A household’s income falling below 
that minimum income standard is 
usually characterised initially by falling 
into arrears on bills, and low income 
households are more likely to be in 
arrears on household bills than in arrears 
on consumer credit. Furthermore, when a 
household reaches 75% of the minimum 
income standard, i.e. living in poverty, 
they are four times more likely to be 
deprived than at 100%. Effective support 
for households at the minimum income 
standard or below the poverty threshold 
is essential as:

• Households experiencing poverty are 
four times more likely to be behind with 
at least one household bill and will be 
more vulnerable;

• Four out of five low paid workers fail to 
escape low pay after ten years;

• Poverty may be an indicator of wider 
vulnerability and affordability issues as, 
for example, 48% of those in poverty 
are disabled or living in a household 
with a disabled person.

The water industry feels the impact of 
these effects more forcefully as they are 
generally the first bill to experience arrears.

Perceptions of debt and indebtedness
Consumers will acquire debt as a 
means of survival, or as a means of 
supporting their lifestyle. Beyond 
the actual ability to repay a debt, an 
individual’s perceptions of what being 
in debt means, both in terms of their 
ability to act in accordance with their 
norms and values, and in terms of others 
perceptions of indebtedness, will define 
the priority placed on debt repayment. 
As a potential consequence of the wider 
economic factors, societal attitudes 
to debt are changing, driving a change 
in individual consumer attitudes and 
paying behaviours.

Today, there is an established willingness 
to discuss and use short term debt 
solutions, such as pay day lending. This 
acceptance or expectation of debt as a 
household norm appears to be growing 
and is coupled with both low levels 
of financial literacy (to understand 
the true costs of debt) and a growing 
complacency that individuals will be 
able to stay on top of their debts (the 
proportion of UK consumers worried 
about their finances has dropped 
continuously for the last seven years). As 
a result, a softening of societal pressures 

 1 ONS define poverty as disposable income of less than 60% of median average income before housing costs.

 2 ONS define persistent income poverty as falling below the poverty threshold in the current year and in two of the three preceding years.

 3 JRF define minimum income standard as a household having sufficient resource to meet their annually benchmarked needs, including the ability to participate in society.



to repay or appropriately service debt 
may be expected.

For the water industry, there is a risk 
that consumers’ payment decisions will 
be subject to competing pressures from 
other debts and may focus more on 
debt maintenance than on clearing debt. 
Unpaid debts may increase and may take 
longer to recover, particularly as water 
services cannot be stopped.

Expectations of service and access
It is a truism that technology and digital 
channels have an ever more pervasive 
role in modern life; digital channels are 
increasingly the consumer channel of 
choice. Consumers from all elements of 
society expect to interact digitally at a 
time and in a way that suits them, with 
most adults servicing their commitments 

between 8pm and midnight. That said, all 
channels must be offered, as face-to-face 
engagements are more appropriate in key 
situations and especially for consumers 
with vulnerability or affordability issues. 
The choice of channel, though, is firmly 
the consumers. 

Payment, collections and recovery 
operations have tended to rely on 
established and isolated channels 
that reconcile through a batched 
process. Consumers however expect 
interconnected channels with 
easy switching and cross-channel 
engagement. Moreover, that interaction 
is expected to employ data provided 
or appropriately available in the digital 
environment. The inability to do so 
negatively affects satisfaction scores and 
can drive complaints.

As a result, having a digital strategy 
and digital channels is necessary but 
no longer sufficient. It is now essential 
that consumers have an effortless and 
omni-channel experience (i.e. inbound 
and outbound engagement can switch 
to the consumer’s chosen channel in real 
time without difficulty and without data 
loss or delay). Consumer effort in turn is 
a critical driver of consumer satisfaction, 
and that satisfaction can be expected to 
drive a consumer’s choice of which debt 
to pay.

For the water industry, with consumer 
satisfaction and complaints a fundamental 
element of the regulatory and pricing 
mechanisms, and with debt choices driven 
by consumer effort, an omni-channel 
approach will be key to retaining consumer 
engagement and payment.



Regulation

Regulation of payment, collection and 
debt recovery in consumer services 
is undergoing significant change. 
With greater cross-sector alignment 
of regulation, a heightened focus 
on consumers with vulnerability or 
affordability issues, and principles-
based rather rules-based regulatory 
regimes, organisations must review and 
renew their compliance approaches to 
ensure alignment both now and in the 
coming years.

The water industry would therefore be 
well advised to review operating structures 
and practices, as well as regulatory 
interpretation, to minimise risk and change 
requirements, and to assure compliant 
operations. Mirroring the existing shared 
best-practice methodology the industry 
uses today, partnering or employing the 
experiences and best practice of an existing 
service supplier in the financial services 
sector may be the most efficient route.

Alignment of regulatory approaches
In the UK, there is an increasing alignment 
between regulatory regimes, with OFWAT 
and other utility providers implementing 
controls similar to those in the more 
stringent financial services market. This 
reflects the correlation experienced 
between robust sector regulation and the 
fairer treatment of consumers.

Regardless of their originating regulatory 
regime, all organisations must have 
processes in place to deliver compliant 
operations, to evidence that delivery, and 
to improve that compliance in 
 

 the future. However, as the regulatory 
regimes coincide, it is likely to be the 
more forceful regulatory environments 
that set the compliance benchmark than 
those with wider scope. Financial services 
regulation is therefore expected to be 
the benchmark for current and future 
performance. 

The water industry should consider 
adopting financial services compliant 
practices, as best practice to future proof 
against future regulatory developments in 
the coming years.

Vulnerable customers
This alignment of regulatory regimes 
is clear in relation to the treatment 
of consumers with vulnerability and 
affordability issues. Regulators are 
uniformly expecting consumers to be at 
the heart of how organisations operate 
and it is an explicit interpretation of the 
FCA and Ofwat principles that a firm 
must establish and implement clear 
and effective policies and procedures to 
identify particularly vulnerable customers 
and to deal with such consumers 
appropriately. 

FCA regulatory controls are already 
significant, and continue to increase, 
for such consumers. This approach to 
vulnerability and affordability issues will 
necessarily be reflected in other sectors. 
As a result, organisations in parallel 
sectors must review their provision for 
these consumers to reflect best practice.

The water industry should review 
structures, operational methods, and 

operational consequences of managing 
consumers with vulnerability or 
affordability issues in the financial services 
sector, potentially using the expertise of 
service providers in that sector. Although 
a financial services operating model may 
potentially be excessively burdensome 
initially, alignment of operating principles 
and as far as practicable operating practice 
will limit change costs and disruption in the 
longer term.

Principles-based regulation
2016 saw the growth of regulatory 
pressure, rather than hard and fast 
regulatory rules and penalties, as a 
mechanism to focus organisations on 
consumer outcomes. This reflects a 
wider move to provide more scope 
within regulations to allow organisations 
to develop their operation. This 
does however leave open the risk of 
misinterpretation, with extensive 
consequences for both the consumer and 
the mistaken business. This is not a new 
approach for the financial services sector, 
wherein regulation has always required a 
firm to “obey the detailed rules and also 
the spirit of them as defined by the high-
level principles”.

The water industry has taken a shared 
best practice approach to regulatory 
operations under clear direction from 
Ofwat. As the market becomes increasingly 
principles focussed, water suppliers will 
need to become more interpretative and 
may sensibly minimise risk by looking to 
established operators or service providers 
within other sectors.





The Water Market: Industry, Regulation, and Consumer

The water industry is facing a period 
of profound and fundamental change. 
The market will be reshaped by wider 
economic and environmental evolution, 
the introduction of business and, 
in time, domestic competition, the 
increasing segmentation of the supply 
and value chain, and the growing 
demands of consumers who will become 
increasingly harder to manage. The 
collection, use, management, and 
provision of data across an integrated 
customer journey and operation will be 
critical in achieving successful operation 
in that new environment.

The Industry
The water industry is facing change on a 
scale and at a fundamental level that it 
has not experienced in the last decade or 
perhaps since the introduction of Ofwat. 

Climate change will place increasing 
pressure on water supplies, and 
demand effective and efficient water 
management. Average UK (Central 
England) temperatures have increased 
by around one degree Celsius since 
the 1970s, and the Met Office has 
projected them to rise by a further 
two to four degrees Celsius by 2080. 
At the same time and over the same 
period, precipitation is forecast to rise 
by 20-30% in winter and reduce by the 
same amount in the summer, resulting 
in greater incidence of both flooding and 
drought. Preserving clean water stocks 
and delivering water management to 
meet consumer demand will require 
the industry to invest in best practice 
processes and technology.

At the same time, population growth is 
driving demand ever higher. The ONS 
have forecasted that the population 
will exceed 74 million before 2040, 
reaching the milestone of 70 million in 
mid-2027. With growth focussed on key 
cities and conurbations, not only will 
demand for basic water supplies rise 
by more than 15%, but demand will be 
focussed on existing population centres 
with older infrastructure that will need 
investment to renew and expand in 
both range and capacity.

Water suppliers must therefore make 
their plans now to meet changing 
demands, securing innovation to drive 
efficiency and effective provision to 
match consumption forecasts with 
water stocks and infrastructure. The 
implementation of those plans and 
the investments they require will rest 
on organisation’s ability to deliver 
sound financial performance. Effective 
payment collections and recoveries to 
reduce impairments will be key for water 
suppliers to keep pace with the challenges 
they face.

Regulation
From April 2017, the water sector 
in England and Wales for business 
customers is operating in a competitive 
environment; Scotland has been 
operating in a competitive regime 
since 1st April 2008. Business market 
liberalisation has been implemented, 
with consumer competition expected to 
follow in the medium term. The impact 
of business competition alone can be 
expected to create downward pressure 
on prices, adding further tensions to 

investment decisions at the same time 
as water processes must be completely 
transformed to become truly customer 
led in preparation for the consumer 
competition.

Ofwat’s latest Price Review (PR19) will 
look to shape market dynamics reflecting 
the cost of debt and how water suppliers 
can pass on those costs to consumers. 
With Ofwat already consulting on 
financial dynamics and communication 
requirements, it is expected that the 
benefits water suppliers currently 
accrue from a more rapid fall in the 
cost of debt over the last ten years than 
predicted will be lost, at least in part. 
An indexed or other solution is likely to 
be implemented to share the benefit 
(and downside) of a variance in the 
cost of debt to that forecast. Although 
preparedness for PR19 is significantly 
greater than for the review in 2014, there 
is much to be resolved to balance the 
need to invest in processes, technology, 
infrastructure and the consumer with the 
demands of a constrained and uncertain 
economic context.

In that environment of increasing 
challenge, Ofwat is implementing 
ever more intrusive regulation. With 
developments to the Company 
Monitoring Framework through to 
2020, which defines how companies will 
share information with consumers and 
stakeholders, and a Financial Monitoring 
Framework, which will provide assurance 
on companies’ financial structures and 
stability, the burden of regulation in the 
water industry may be returning to parity 
with financial services.



More specifically, Ofwat’s Vulnerability 
Report in early 2016 refines the focus 
of treatment for consumers with 
vulnerability or affordability issues on 
consumers, rather than on groups. Debt 
prevention is key to avoiding processes 
and operations that are burdensome 
for both consumers and organisations, 
from the first customer contact and fully 
assessing an individual’s context. This 
earliest possible intervention, and the 
use of results throughout the customer 
journey is only possible with fully 
integrated operations and a true end-to-
end perspective.

Significant effort is therefore needed 
for the water industry to better 
understand its consumers, and those with 
vulnerability and affordability issues in 
particular. Given that one in four adults 

will experience a mental health issue, that 
half of the population will be diagnosed 
with cancer at some point in the next 
five to ten years, that one in seven people 
have a literacy age of seven years or less, 
and that less than half of the population 
have savings to deal with an unexpected 
bill of £300, this is a population that 
represents a significant proportion of any 
organisations customer base. Customers 
and organisations will look for full and 
rich (though appropriate) data gathering 
and provision, and service solutions must 
be available. Social tariffs are a positive 
step, but consumers remain suspicious 
and the schemes cannot be implemented 
successfully without their permissions. 
Other complementary alternatives 
are needed, and debt prevention chief 
amongst them.

Consumer
The number of consumers who are in 
difficulty with their water bills is growing 
according to StepChange. Of their some 
600 thousand clients in 2016, one in 
four consumers is in difficulty compared 
to one in ten four years ago. Bad debt 
levels have risen in the water industry, 
by 44% in the five years from 2011 to 
nearly £400m. Wider economic influence 
therefore affect the water industry 
disproportionately as, when taking 
advice on managing their indebtedness, 
consumers discover that water provision 
is one of the few things that cannot 
be stopped. As a result, the industry 
can expect a growing proportion of 
households using prepayment meters and 
social tariffs.



Some approaches to mitigate these challenges and changes

The water industry is clearly facing 
greater scrutiny, experiencing greater 
pressure, and undergoing greater 
change than at any other time in the 
last decade. Payment collections and 
debt recovery are a key enabling process 
for water suppliers in the delivery of 
their business and in their ability to 
both adjust to this changing context 
and achieve ongoing success. How such 
organisations approach collections and 
recoveries will in no small part decide 
their relationship with their consumers, 
their financial performance, their 
regulatory compliance, and ultimately 
their overall success.

Payment collections and debt recoveries 
as an industry in its own right is 
developing to address many of the 
challenges identified. Recent reviews have 
identified likely future scenarios for the 
future operation of payment collections 
and debt recovery, resulting in client 
organisations looking for increasingly 
close, multi-service, and long-term 
relationships with external partners 
and with greater emphasis on the use 
and availability of data throughout the 
consumer journey to address vulnerability 
and affordability issues. 

The provision of expert services across 
the end-to-end consumer journey 
is therefore critical in the face of 
regulatory requirement and customer 
expectation. The separation and 
differentiation between stages on the 
journey is becoming increasingly blurred 
as stakeholders look for consistent 
treatment, at least consistent if not 
enhanced data, and flexible and adaptive 
consumer treatment. 

Supply-side organisations will therefore 
have multiple challenges that they 
will struggle to rectify in isolation. 
They will increasingly need to look 
to business process outsourcers and 
service providers to provide expertise 
and operations, whether through 
benchmarking and operational testing, 
or more likely through longer-term 
relationships that drive performance, 
compliance, and quality.

Operating an integrated end-to-
end consumer journey
It is without doubt true that the 
decisions made with consumers at the 
very start of their payment journey will 
fundamentally determine how much 
they pay, their satisfaction, and their 
cost to the business. What’s more, 
the key to success in dealing with any 
payment problems is to address them 
as soon as possible. In an increasingly 
challenging environment, therefore, once 
the consumer is on the right path, being 
able to connect their whole customer 
journey and track their actual behaviour 
throughout, rather than just to functional 
boundaries, will be an essential enabler 
for business performance. Such an 
operational philosophy will support the 
timely targeting of interventions, the 
maintenance of positive behaviours and 
outcomes, and the agile adjustment of 
engagement strategies to meet with 
unanticipated changes in consumer 
circumstances. 

End-to-end approaches are already being 
considered in the Financial Services 
sector. A single perspective from 
customer on-boarding and set up of the 
payment arrangement, through account 

management and routine payments, 
through early and late stage arrears, to 
litigation and enforcement is beginning 
to be realised in terms of complete and 
coherent consumer data, and in terms of 
single operational delivery and control. 
Yet more widely, there is insufficient trust 
and inconsistent connections between 
journey stages and between partners 
delivering each element. As a result, data 
degrades at each stage of the customer 
journey when it should be enhanced, 
and it can feel like the consumer is lost 
through isolated outsourcing – a feeling 
shared by the supplier organisation and 
the consumer themselves.

For a given relationship, consumers 
expect to be able to access all their 
data, wherever it is held, in an easy and 
consistent way, and they expect water 
suppliers and others to be doing so before 
and during each contact. Such a concept, 
a single consumer view in all respects, is 
not new, but has not been fully realised 
by organisations and has not really been 
experienced by consumers.

Implementing a truly integrated end-
to-end operation across the consumer 
payment and recovery journey is a 
fundamental and powerful solution 
for organisations both in the water 
industry and more widely. Instituting 
a philosophy of debt prevention rather 
than debt recovery, setting the right 
path for that customer’s characteristics 
at the beginning of their journey, and 
intervening swiftly and insightfully should 
those characteristics change will improve 
consumer outcomes and compliance, will 
reduce operating costs and impairments, 
and will increase consumer satisfaction and 



engagement. More, the implementation of 
single supply chain management, and full 
inter-function consistency and information 
exchange, offers reductions in supplier 
management overheads.

Such an approach can be realised in 
two ways: through the creation of the 
single entity view within the supplier 
organisation enforcing consistency and 
operational integration throughout their 
supply chain, or through the engagement 
of an end-to-end outsourcing partner. 
The former enables the organisation 
to retain control of both process 
and consumer, though at the cost of 
significant operating and governance 
burden. The latter, on the other hand, 
though limiting the supplier organisation’s 
ability to dynamically manage risk and 
consumer treatment, offers the same 
opportunities at reduced cost with 
additional expertise and experience (as 
described below).

In short, the essential benefits of a truly 
integrated end-to-end consumer journey 
model include:

• Enabling a debt prevention rather than 
debt recovery philosophy;

• Capitalising on early engagements 
that fundamentally define consumer 
payments, costs, and outcomes, rather 
than over-dependency on downstream 
triage and intervention;

• Improving consumer engagement 
strategies by aligning operational 
stages to customer behaviour, rather 

than limited insight driving wasted 
engagement;

• Ensuring that, at each engagement, 
agents and consumers are aware of the 
consequences of their actions and the 
subsequent consumer journey, rather 
than isolated interactions;

• Enriching data throughout the 
customer journey for both data 
completeness and data quality rather 
than suffering data degradation;

• Removing consumer effort and re-work 
by ensuring each contact is meaningful 
and informed, rather than untargeted 
and based on partial or incomplete data;

• Providing consistent compliance and 
control throughout the operation, 
rather than experiencing variation of 
quality and approach at functional 
boundaries;

• Achieving improved consumer 
satisfaction and engagement, improved 
compliance and consumer protection, 
reduced impairments, and reduced 
operating and overhead costs.

The implementation of end-to-end 
consumer journeys is of particular 
relevance to the water industry as it 
undergoes such fundamental change 
on so many fronts. Against the specific 
challenges identified above, and in 
addition to the benefits already described, 
operational and informational end-to-end 
approaches can address the following 
specific issues:

Employing best practice 
collections and recoveries 
through outsourcing
As regulatory scrutiny grows and the 
demands of markets and consumers 
increase, the use of expert knowledge and 
capabilities to deliver cost-efficient and 
high performing operations is essential. 
Organisations, and water suppliers in 
particular, are increasingly recognising 
that they are expert in the provision of 
services but are not expert in consumer 
payment collections and debt recovery. 
The use of business process outsourcers 
to supply expertise, benchmarks, 
consultancy and ultimately expert 
operations is increasing and enabling 
organisations to make the wider changes 
they need.

Across industry sectors, there is a 
continuing trend towards outsourcing 
, and for payments and collections in 
particular. Organisations are increasingly 
focussed on their core competencies to 
achieve growth and to meet emergent 
consumer demands, with non-core 
activities being supplied from outside 
the business and as those non-core 
activities themselves become increasingly 
demanding. Financial services, utility and 
water companies are beginning to reflect 
this in strategies that place outsourcing 
as a high priority in the reduction of both 
costs and consumer debts.

What’s more, if organisations are to 
be successful in their bid to reduce 
impairment, new and full use of 
technology for consumer engagement, 
access, and interaction is key. But that 



comes at a cost in a financial challenging 
context which, though offset in the longer 
term through improved performance, 
generates an immediate investment 
challenge. As a result, many organisations 
are not making those investments. Less 
than a handful of water companies 
have a smartphone app for account 
management and payment, yet the 
industry expects consumer management 
by smartphone is what the future holds. 
Consumer relationships and collections 
performance is suffering as a result.

Many companies, and financial services 
organisations in particular, are therefore 
choosing not to invest in the development 
of their own infrastructure, but instead 
to leverage the technological capabilities 
of business process outsourcers as they 
employ their expertise in collections and 
recoveries. Outsourcing offers a core 
differentiated skill set and technology 
capability that can enable an organisation 
to focus on its own strengths while 
benefiting from market leading, mature 
and assured services.

In summary, the use of outsource 
solutions for benchmarking, champion 
challenge, service provision by stage 
and in some cases the full end-to-end 
customer journey offers the following 
key benefits:

• The application of proven expertise in 
a defined business process that is not a 
core capability or strength, rather than 
distracting the organisation;

• The mature application of business 
process best practice, rather than ad 
hoc test and learn;

• Access to innovation and technology 
through business as usual service  
provision, rather than through 
prohibitive up-front investment;

• Mature operational practices across 
regulatory regimes that meet existing 
and anticipated future regulation, 
rather than responding organically to 
regulatory changes;

• The ability to flex and scale operations 
dynamically to match demand, rather 
than risking over or under capacity 
through organic growth.

The use of business process outsourcing 
is of particular relevance to the water 
industry as it evolves through this period 
of unprecedented change. Considering the 
specific challenges identified above, and in 
addition to the benefits already described, 
the use of business process outsourcing can 
address the following specific issues:

• Water suppliers are increasingly cautious 
regarding investment in development 
and improvement programmes 
in the face of financial challenges 
and uncertainties. Business process 
outsourcing, through the most effective 
approaches to consumer payment 
collections and debt recoveries, can 
improve financial performance by 
reducing impairments and bad debt 
charges, enabling organisations to 
reduce risk and enable investment.

• Consumers are increasingly indebted and 
the number of households experiencing 
vulnerability and affordability issues is 
growing. It is essential to identify and 
address vulnerability and affordability 
at the earliest opportunity in order to 
ensure the most appropriate treatment 
and the best possible outcome. Business 
process outsourcing can provide mature 
and best practice vulnerability and 
affordability approaches employed 
successfully across a range of industries 
and regulatory requirements. 
 

• There is a growing acceptability of 
debt and the softening of attitudes to 
debt repayment. Changes in consumer 
expectations of their role in the creditor/
debtor relationships are being felt across 
industries. Business process outsourcers 
have experience of and access to tried 
and tested customer strategies to most 
effectively engage with consumers.

• Consumers now expect interactions with 
their water supplier to be fully informed 
from all previous interactions and to be 
accessed through all channels, whether 
sequentially or in parallel. Omni-channel 
operations are therefore becoming 
a hygiene factor. Through access to 
technological solutions and embedded 
use of multi-channel solutions, business 
process outsources can provide an 
easier investment path to deliver such a 
comprehensive solution.

• Regulation in the water industry is 
becoming increasingly impactful and 
intrusive. The ability to identify, operate 
and track consumers in an informed way 
from the beginning of their engagement 
to the end of the customer journey 
will be essential to be, and to be seen 
to be, delivering the best operational 
interaction for the best consumer 
outcome.

• Regulation is becoming increasingly 
normalised across industry sectors, 
including a more principles-based rather 
than rules-based approach. This places a 
greater burden on operators to interpret, 
implement and evidence compliance. 
Business process outsourcers have 
experience across sectors, and 
particularly in financial services, and can 
reduce the risk and cost of responding 
to regulatory requirements through 
established and tested interpretations 
and operating practices.
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